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7KH LVVXH RI HWKQLF PLQRULW\ HQWUHSUHQHXUVKLS LV GLVFXVVHG LQ WKH OLWHUDWXUH LQ WKHFRQWH[W RI WKH LQFRUSRUDWLRQ RI QHZ LPPLJUDQWV LQWR WKH ODERXU PDUNHW &ODVVLFDOWKHRULHVRIDVVLPLODWLRQDVVXPHODERXUVXSSO\DVDSRRO LQZKLFKLPPLJUDQWVVWDUWDWWKH ERWWRP DQG JUDGXDOO\ DQG RFFDVLRQDOO\ FOLPE XS WKH VRFLRHFRQRPLF ODGGHUZKLOH JDLQLQJ VRFLDO DFFHSWDQFH ,QWHJUDWLRQ DQG HPDQFLSDWLRQ DUH MXVW D PDWWHU RIWLPHLQWKLVYLHZ$VHFRQGOLQHRIWKHRULHVFRQVLGHUVQHZLPPLJUDQWVDVEHLQJPDLQO\DGGLWLRQV WR WKH VHFRQGDU\ ODERXU PDUNHW OLQNHG ZLWK VPDOO SHULSKHUDO ILUPV$FFRUGLQJWRWKLVWKHRU\HWKQLFPLQRULWLHVH[SHULHQFHSURORQJHGSUREOHPVLQHQWHULQJWKHUHJXODUODERXUPDUNHWDQGWKXVVHHNUHIXJHLQVHOIHPSOR\PHQW:LOVRQDQG3RUWHV LQWURGXFH D WKLUG SRVVLELOLW\ WKH HQFODYH HFRQRP\ ZKLFK FRQVLVWV RILPPLJUDQWRZQHGILUPVWKDWDUHLVRODWHGIURPWKHUHJXODUHFRQRP\WKXVFRQVWLWXWLQJDGXDO ODERXU PDUNHW ,Q WKH ZRUGV RI 3RUWHV   HQFODYHV DUH ³GHQVHFRQFHQWUDWLRQV RI LPPLJUDQW RU HWKQLF ILUPV WKDW HPSOR\ D VLJQLILFDQW SURSRUWLRQ RIWKHLUFRHWKQLFODERUIRUFHDQGGHYHORSDGLVWLQFWLYHSK\VLFDOSUHVHQFHLQXUEDQVSDFH´VHHDOVR3HWHUVRQDQG5RTXHEHUW7KHVHSDUDWLRQRIWKHUHJXODUDQGWKHHWKQLFPLQRULW\ ODERXU PDUNHW LV SHUPDQHQW LQ WKLV FDVH DQG LQWHJUDWLRQ KDV IDLOHGFRPSOHWHO\
7KH WKLUG W\SLFDO DVSHFW RI HWKQLF PLQRULW\ ODERXU DQG HVSHFLDOO\ HWKQLF PLQRULW\HQWUHSUHQHXUVKLSLVWKHFUXFLDOUROHRIWKHRZQHWKQLFJURXS$OPRVWE\GHILQLWLRQWKHHQWUHSUHQHXU KDV D VWURQJ IRFXV RQ KLV RU KHU RZQ JURXS HVSHFLDOO\ WKH ILUVWJHQHUDWLRQ ZKR VWDUWV IRU KLV KHU RZQ 1LMNDPS  VWUHVVHV WKDW DOWKRXJKQHWZRUN SDUWLFLSDWLRQ E\ FUHDWLYH HQWUHSUHQHXUV GRHV QRW QHFHVVDULO\ QHHG DQ XUEDQEDVH LQIRUPDO VSDWLDO QHWZRUNVPD\ EH IDYRXUDEOH IRU HWKQLF HQWUHSUHQHXUV ,Q WKHILHOGV RI FOLHQWV ILQDQFH LQIRUPDWLRQ DQG HPSOR\PHQW WKH WLHVZLWK WKH RZQ HWKQLFJURXS VWURQJO\ GRPLQDWH :DOGLQJHU HW DO  5DP  *UHHQH .ORRVWHUPDQ9DQGHU/HXQDQG5DWK9DQ'HOIW*RUWHUDQG1LMNDPSDUJXHWKDWHWKQLFUHODWHGVRFLDOQHWZRUNVDSSHDUWREHPXOWLIDFHWHGDQGIOH[LEOHDQGRIIHU JRRG SRVVLELOLWLHV IRU WKH HIILFLHQW UHFUXLWPHQW RI SHUVRQQHO DQG FDSLWDO ,QJHQHUDOHWKQLFEXVLQHVVHVUHO\KHDYLO\RQODERXUIURPWKHLUSDUWLFXODUHWKQLFJURXSRUPRUHVSHFLILFDOO\ WKH H[WHQGHG IDPLO\ $OVRFDSLWDO FDQEHPRUH HDVLO\ERUURZHGLQIRUPDOO\9DQ'HOIW*RUWHUDQG1LMNDPS,QDGGLWLRQZLWKLQWKHQHWZRUNRIWKHHWKQLFJURXS LQGLYLGXDOVDUHGHSHQGLQJRQLQIRUPDOZD\VRIGRLQJEXVLQHVVDQGH[FKDQJLQJ LQIRUPDWLRQ EHFDXVH WKHUH LV PXWXDO WUXVW ZLWKLQ WKH QHWZRUN /HH&DPHURQ 6FKDHIIHU DQG 6FKPLGW  FDOO WKLV SKHQRPHQRQ WKH VRFLDO UHVRXUFHVH[SODQDWLRQ WKHVXFFHVVRIHWKQLFPLQRULW\EXVLQHVVFDQ LQSDUWEHH[SODLQHGE\ WKHH[LVWHQFHRIVXFKVRFLDOUHVRXUFHVDVURWDWLQJFUHGLWVDSURWHFWHGPDUNHWDQGDODERXUVRXUFH7KLV WKLUG W\SLFDO DVSHFW RI FRHWKQLF HPSOR\PHQW LV HODERUDWHG IXUWKHU LQ WKH QH[WVHFWLRQIURPWKHJHQHUDOSHUVSHFWLYHRI UHODWLYH VPDOO LQIRUPDWLRQDQGFRRUGLQDWLRQFRVWVEXWZHZLOOILUVWFRQVLGHUWKHTXHVWLRQZKHWKHUZHFDQILQGHPSLULFDOHYLGHQFHRQRYHUUHSUHVHQWDWLRQRIHWKQLFPLQRULW\HPSOR\HHVLQFRHWKQLFILUPV
 $FFRUGLQJWR'H*UDDIIPLQLPLVLQJWKHFRVWVRIDGDSWDWLRQRUPLJUDWLRQFRVWVLVWKHPDLQUHDVRQ IRU WKH VSDWLDO FOXVWHULQJ RI LPPLJUDQWV 7KLV FDQ EH WUDQVODWHG LQWR YDULRXV SRVLWLYH VSDWLDOH[WHUQDOLWLHV VXFK DV WKH SRVVLELOLWLHV RI REWDLQLQJ LQIRUPDWLRQ KRXVLQJ DQG HYHQ ILQGLQJ IXWXUHVSRXVHV 7KLVPD\EHDUHVXOWRIODERXUPDUNHWGLVFULPLQDWLRQZKLFKLVGHILQHGE\%RUMDV DVWKHDULVHRIGLIIHUHQFHVLQHDUQLQJVDQGHPSOR\PHQWRSSRUWXQLWLHVDPRQJHTXDOO\ VNLOOHGZRUNHUVHPSOR\HG LQWKH VDPH MREV VLPSO\EHFDXVHRI WKHZRUNHUV¶ UDFHJHQGHU QDWLRQDO RULJLQ RU VH[XDO RULHQWDWLRQ DQGRWKHUVHHPLQJO\LUUHOHYDQWFKDUDFWHULVWLFV7KLVDUJXPHQWJRHVEDFNDVIDUDV%HFNHU
 (PSLULFDOHYLGHQFH$QXPEHURIVWXGLHV LQGLFDWHV WKDWFRHWKQLFHPSOR\HHVGRPLQDWH LQHWKQLFPLQRULW\ILUPVVHH7DEOH$OORIWKHVHVWXGLHVDUHEDVHGRQLQWHUYLHZVZLWKPDQDJHUVPRVWO\WKHRZQHUVRIVPDOOILUPVLQRUDURXQG$PVWHUGDP0RVWILUPVRSHUDWHLQWKHUHWDLOVHFWRURULQWKHKRVSLWDOLW\VHFWRU7RJHWKHUWKH\IRUPDGDWDVHWRIHWKQLFPLQRULW\ILUPV%HWZHHQ  DQG  SHUFHQW RI WKHVH ILUPV RQO\ HPSOR\ FRHWKQLF SHUVRQQHO6RPHILUPVHPSOR\SHUVRQQHOZLWKPL[HGFRHWKQLFEDFNJURXQGDQGEHWZHHQDQGSHUFHQWRIWKHILUPVRQO\HPSOR\QRQFRHWKQLFSHUVRQQHO:KHQZHFRPSDUHWKHVHILJXUHVZLWKWKHEHQFKPDUNRIWKHVL]HRIWKHHWKQLFPLQRULW\JURXSVDVSHUFHQWDJHRIWRWDO SRSXODWLRQ WKLV JLYHV D FOHDU LGHD WKDW FRHWKQLF HPSOR\PHQW LV D UHDOSKHQRPHQRQ
7DEOH  3UHYDOHQFH RI FRHWKQLF SHUVRQQHO LQ HWKQLF PLQRULW\ ILUPV LQ WKH1HWKHUODQGVD6WXG\ (WKQLFEDFNJURXQGRIRZQHUH 1XPEHURIILUPVLQGDWDVHW 2QO\FRHWKQLFSHUVRQQHORIILUPV 1RFRHWKQLFSHUVRQQHORIILUPV 3HUVRQQHOZLWKPL[HGHWKQLFEDFNJURXQG0DVXUHOHWDOE 7XUNH\3DNLVWDQ,QGLD0RURFFR    %D\FDQ/HYHQWHWDO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F 7XUNH\  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G 0RURFFR    0DVXUHODQG1LMNDPSE 7XUNH\    D 7KHHPSLULFDOHYLGHQFHGRHVQRWFRPHIURPWKHSDSHUVDVVXFKEXWIURPWKHXQGHUO\LQJGDWDEDVHV,WVKRXOGEHQRWHGIXUWKHUPRUHWKDWZHGLGQRWPDNHDVKDUSGLIIHUHQFHEHWZHHQDFWLYHIDPLO\PHPEHUVDQGIRUPDOSHUVRQQHOE  UHVSRQGHQWV ZRUN DORQH  ZRUN ZLWK HPSOR\HHV DQG WKH UHPDLQLQJ  GR QRW ZRUN DORQH EXWZLWKRXWHPSOR\HHVEXWZLWKEXVLQHVVSDUWQHUVVSRXVHDQGRUIDPLO\PHPEHUV2WKHUHWKQLFPLQRULW\SHUVRQQHODFFRXQWVIRURIWKHFDVHVWKLVLVQRZSDUWRIµQRFRHWKQLFSHUVRQQHO¶F  RI WKH  ILUPV KDG HPSOR\HHV 2QO\ SHUFHQWDJHV RI WRWDO YROXPH ZHUH DYDLODEOH  RI WKHHPSOR\HHVZHUHIDPLO\PHPEHUVG ZRUNRQO\ZLWK0RURFFDQHPSOR\HHVRQO\ZLWK0RURFFDQIDPLO\PHPEHUVZLWKRQO\QDWLYHHPSOR\HHVDQGZLWKQDWLYHHPSOR\HHVDQG0RURFFDQIDPLO\PHPEHUVH 3HRSOH IURP 7XUNH\ 3DNLVWDQ,QGLD DQG 0RURFFR DV SHUFHQWDJH RI WRWDO SRSXODWLRQ LQ UHVSHFWLYHO\DQG&%6
2WKHUHYLGHQFHIRUWKHSURSRVLWLRQWKDWFRHWKQLFHPSOR\HHVWHQGWRFOXVWHUWRJHWKHULQILUPVFRPHVIURPDVXUYH\FRQGXFWHGE\WKH1HWKHUODQGV(FRQRPLF,QVWLWXWHIRU WKH&RQVWUXFWLRQ,QGXVWU\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 SHUFHQW UHVSRQVH UDWH 7KH GHILQLWLRQ RI DQ HWKQLF PLQRULW\HPSOR\HHLQWKLVUHVHDUFKLVDSHUVRQRIZKRPDWOHDVWRQHSDUHQWZDVERUQLQDQRQ
ZHVWHUQIRUHLJQFRXQWU\$W\SLFDODVSHFWRIWKHFRQVWUXFWLRQLQGXVWU\LVWKDWPHPEHUVRIHWKQLFPLQRULW\JURXSVDUHXQGHUUHSUHVHQWHG LQ LWVHPSOR\PHQWDOVRVHH7DEOH5HSRUWHGFDXVHVDUHWKHLQIRUPDOZD\RIDWWUDFWLQJQHZHPSOR\HHVZKLFKOHDGVWRDSDWK GHSHQGHQF\ WKH µWRXJK¶ FXOWXUH LQ WKLV SURIHVVLRQ DQG GLVFULPLQDWLRQ DQGSUHMXGLFH DPRQJ HPSOR\HUV DERXW WKH ODQJXDJH VNLOOV DQG WKH SURGXFWLYLW\ RILPPLJUDQWV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SHUFHQWRIDOO ILUPV LQ WKHFRQVWUXFWLRQVHFWRUUHSRUWWRKDYHQRHWKQLFPLQRULW\SHUVRQQHO7KHSUHYDOHQFHRIHWKQLFPLQRULW\SHUVRQQHOLQWKHFRQVWUXFWLRQLQGXVWU\LQILUPVZLWKDWOHDVWRQHHWKQLFPLQRULW\HPSOR\HHLVVKRZQLQ)LJXUH7KHLQWHUHVWLQJDVSHFWRIWKLVILJXUHLVWKHµIDWWDLO¶RQWKHULJKW2QHZRXOGH[SHFWWKDWWKHIUHTXHQF\RIILUPVGHFUHDVHVZKHQWKHSUHYDOHQFHRIHWKQLFPLQRULW\SHUVRQQHOULVHV7KLVFDQLQGHHGEHVHHQLQ WKH ILJXUHXQWLODSUHYDOHQFHRISHUFHQW$IWHU WKLV LQ WKHSHUFHQWSUHYDOHQFHDUHDZHVHHDQXQH[SHFWHGKXPSWKDWLQGLFDWHVWKDWWKHUHLVDVXEVWDQWLDOQXPEHURIILUPVZKLFKPDLQO\FRQVLVWRIFRHWKQLFHPSOR\HHV7KLVFRQILUPVWKHLGHDWKDWFRHWKQLFHPSOR\HHVWHQGWRIORFNWRJHWKHU1RWHKRZHYHUWKDWZHGRQRWNQRZWKHHWKQLFLW\RIWKHHQWUHSUHQHXULQWKLVFDVH
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DQG UHFRJQLWLRQ ± RU LQ RWKHU ZRUGV WR PHPEHUVKLS LQ D JURXS´ 7KHVH UHVRXUFHVUDQJHIURPKLJKO\LPSOLFLWWRFRQFUHWHPDWHULDOEHQHILWV,PPDWHULDOEHQHILWVDUHJHQHUDWHGE\WKHVRFLDOFRQWUROIXQFWLRQRIWKHQHWZRUN7KLVLQYROYHV WKHFUHDWLRQRIXQLIRUPYDOXHV DQGQRUPVZKLFK HDVH WKH FRRUGLQDWLRQRIEHKDYLRXU9DOXHVDQGQRUPVPDNH WKHEHKDYLRXURIRWKHUSHRSOHPRUHSUHGLFWDEOH7KLV ORZHUV LQIRUPDWLRQ FRVWV DV SDUW RI WUDQVDFWLRQ FRVWV E\ UHGXFLQJ XQFHUWDLQW\ZLWKRXWQHHGLQJ WKHKHOSRIH[SHQVLYH IRUPDOFRRUGLQDWLRQV\VWHPV OLNH WKHSROLFHDQGWKHOHJDOV\VWHP6RFLDOFRQWURODQGVRFLDOVDQFWLRQVXSKROGWKHVHLQIRUPDOUXOHV%UHDNLQJWKHUXOHVOHDGVWRDGHSUHFLDWLRQRIWKHUHSXWDWLRQRIWKHYLRODWRURIWKHUXOHVVRPHWLPHV ZLWK FRQVHTXHQFHV IRU KLV ZKROH IDPLO\ 7KLV FDQ JR DV IDU DV VRFLDORVWUDFLVP ZKLFK KDV VHULRXV FRQVHTXHQFHV IRU WKH RIIHQGHU¶V VRFLDO UHOLJLRXV DQGEXVLQHVV OLIH %XW YDOXHV DQG QRUPV DOVR FUHDWH OR\DOW\ RI LQGLYLGXDO PHPEHUV WRRWKHU PHPEHUV RI WKH JURXS (YHQ ZKHQ WKH QHWZRUN LV SXWWLQJ SUHVVXUH RQ DQLQGLYLGXDOPHPEHUKHPD\GHFLGHWRVWD\LQWKHQHWZRUNQRWWRH[LWQRWWRUDLVHKLVYRLFH DQG SURWHVW QRW WR YRLFH KLV DQJHU EXW WR VXSSRUW WKH QHWZRUN WR EH OR\DO+LUVFKPDQ
7KHDGYDQWDJHVRIWKHQHWZRUNFDQDOVREHIRXQGLQLWVIXQFWLRQDVDFRPPXQLFDWLRQGHYLFH WKURXJKZKLFK UHOLDEOH LQIRUPDWLRQ DERXW IRU H[DPSOH MRE RSSRUWXQLWLHV LVVSUHDG WKURXJK WKH FRPPXQLW\ TXLFNO\ DQG HIILFLHQWO\ 3RUWHV 1HWZRUNV FDQDOVR EH KHOSIXO LQ VWDUWLQJ XS EXVLQHVVHV E\ DFWLQJ DV D OHQGLQJ FKDQQHO $ IDPRXVH[DPSOH DUH WKH.RUHDQ URWDWLQJ FUHGLW DVVRFLDWLRQV LQ WKH8QLWHG6WDWHV /LJKW DQG%RQDFLFK
7KHPDLQIRUFHEHKLQGWKHQHWZRUNVLVWKDWWKHPHPEHUVVHHWKHPVHOYHVDVEHORQJLQJWR WKH VDPHJURXSRISHRSOHZKRDUH µLQ WKH VDPHVKLS¶ DQGKDYH WR FRRSHUDWH WRµVXUYLYH¶LQWKHVWUDQJHDQGPD\EHµKRVWLOH¶HQYLURQPHQWWKH\KDYHPLJUDWHGWR7KLVOHDGVWRDV3XWQDPFDOOVLWJHQHUDOUHFLSURFLW\0HPEHUVRIWKHQHWZRUNKHOSHDFKRWKHU7KH\GRQRWGRWKLVWRJHWWKHLUIDYRXUUHWXUQHGLQWKHVDPHDPRXQWIURPWKHVDPHSHUVRQDQGDVVRRQDVSRVVLEOHEXWLQWKHLGHDWKH\ZLOOUHFHLYHVRPHNLQGRIKHOSIURPVRPHRQHLQWKHQHWZRUNVRPHZKHUHLQWKHIXWXUHZKHQWKH\QHHGLWLQWKHLUWXUQ $ FKDUDFWHULVWLF RI WKHVH QHWZRUNV LV WKDW WKHUH H[LVWV PXWXDO WUXVW LH WKHPHPEHUV RI WKH QHWZRUN H[SHFW WKDW WKH RWKHU PHPEHUV ZLOO FRRSHUDWH DQG ZLOOUHFLSURFDWHLQWKHIXWXUHWKHIDYRXUVUHFHLYHGQRZ

5HVXOWV RIPLFURHFRQRPLF JDPHH[SHULPHQWV DUH LQ OLQHZLWK WKH DERYHPHQWLRQHGFKDUDFWHULVWLFVRIQHWZRUNV3HRSOH WHQG WRKDYHPRUH WUXVW LQSHRSOH WKDWDUHRI WKHVDPHUDFHRUQDWLRQDOLW\WKDQLQRWKHUSHRSOH*ODHVHUHWDO%XFKDQHWDO5HFLSURFLW\KDV DOVREHHQ WHVWHG LQ ODERUDWRU\ H[SHULPHQWV7KH UHVXOWV VXJJHVW WKDWERWKSRVLWLYHDQGQHJDWLYHUHFLSURFLW\LQIOXHQFHSHRSOH¶VEHKDYLRXU)HKUDQG*lFKWHU
7KH HIIHFWV± DGYDQWDJHV DQG GLVDGYDQWDJHV ± RI QHWZRUNV DUH KLJKO\ GHSHQGHQW RQWKHLU GHJUHH RI GHQVLW\ 7KHPRUH FORVHG DQG GHQVH WKH QHWZRUN WKH EHWWHU DUH WKHPHPEHUV DEOH WR XSKROG WKH LPSOLFLW YDOXHV DQG QRUPV RI UHFLSURFLW\ DQGWUXVWZRUWKLQHVV DQG WKHEHWWHU WKH\ DUH DEOH WR FLUFXODWH LQIRUPDWLRQ+RZHYHU WKLVFDQHDVLO\WXUQLQWRDGLVDGYDQWDJHDVDFORVHGQHWZRUNLPSDLUVWKHULVNWRPLVVQHZSRWHQWLDOO\EHQHILFLDO LQIOXHQFHV IURPRXWVLGH WKHQHWZRUN$ IHDWXUHRIPDQ\ KLJKGHQVLW\QHWZRUNVZLWKKLJKPXWXDOWUXVWDPRQJLWVPHPEHUVLVWKDWWKH\H[SRVHYHU\OLWWOHWUXVWLQSHRSOHIURPRXWVLGHWKHQHWZRUN)XNX\DPDDUJXHVWKDWWKLVFRXOGEHWKHUHDVRQWKDWFRXQWULHVLQZKLFKSHRSOHRQO\KDYHWUXVWLQWKHLUH[WHQGHGIDPLO\VHHPWRKDYHUHODWLYHO\OHVVODUJHILUPVWKDQFRXQWULHVLQZKLFKSHRSOHKDYHDKLJKHUJHQHUDO WUXVW LQ VWUDQJHUV LH LQ SHRSOH IURP RXWVLGH WKHLU RZQ H[WHQGHG IDPLO\QHWZRUN)RUDILUPWRJURZODUJHLWLVQHFHVVDU\WRDWWUDFWVWUDQJHUVZLWKFHUWDLQVNLOOVDQGFDSDELOLWLHVWKDWFDQQRWEHIRXQGLQRQH¶VRZQQHWZRUNRUIDPLO\7KLVK\SRWKHVLVKDVEHHQFRUURERUDWHGE\WKHHPSLULFDOUHVHDUFKRI/D3RUWDHWDO,IWKHDERYHLV WUXH WKHQ LW VKRXOG EH WKH FDVH WKDW ILUPV RZQHG E\ PLJUDQWV IURP µORZ WUXVW¶FRXQWULHV OLNH&KLQD 7XUNH\ 6RXWK,WDO\ DQG )UDQFH KDYH D ODUJHU SRUWLRQ RI FRHWKQLF HPSOR\HHV WKDQ ILUPV RZQHG E\ PLJUDQWV IURP µKLJK WUXVW¶ FRXQWULHV OLNH-DSDQ*HUPDQ\1RUWK,WDO\1HWKHUODQGVDQGWKH8QLWHG6WDWHV :KHQDSSURSULDWHGDWDZHUHDYDLODEOHWKLVK\SRWKHVLVFRXOGEHWHVWHGLQIXWXUHUHVHDUFK
 8WLOLW\RIFRHWKQLFHPSOR\PHQW:HQRZWXUQWRWKHLQFHQWLYHVIRUDPHPEHURIDQHWKQLFPLQRULW\JURXSWRILQGDMRELQ D FRHWKQLF ILUP RU D UHJXODU ILUP $ UHJXODU ILUP LV D ILUP LQ ZKLFK HWKQLFPLQRULWLHV DUH QRW RYHUUHSUHVHQWHG LQ WKH SHUVRQQHO VWUXFWXUH DV FRPSDUHGZLWK WKH
 7KLVGLVWLQFWLRQLQKLJKDQGORZWUXVWFRXQWULHVLVEDVHGRQ)XNX\DPD

SUHYDOHQFHRIWKHHWKQLFPLQRULW\JURXSLQWKHWRWDOSRSXODWLRQ$UHJXODUMRELVDMRELQD UHJXODU ILUPDQGD FRHWKQLF MRE LVD MRE LQD FRHWKQLF ILUP:H VWDUWZLWK WKHEDVLFDVVXPSWLRQWKDWDSHUVRQZDQWVWRPD[LPLVHKHUXWLOLW\IXQFWLRQ6KHFDQFKRRVHEHWZHHQDUHJXODUMREDQGDFRHWKQLFMRE7KHXWLOLW\VKHGHULYHVIURPDMREGHSHQGVRQ WKH FKDQFH RI ILQGLQJ WKH MRE DQG WKH VHDUFK FRVWV DQG WKH UHZDUGV RI WKH MREFRUUHFWHGIRULQYHVWPHQWFRVWVLQHGXFDWLRQHWFHWHUD6KHFKRRVHVDUHJXODUMRELIWKHXWLOLW\RIDUHJXODUMRELVKLJKHUWKDQWKHXWLOLW\RIDFRHWKQLFMRE:HILUVWORRNDWWKHLQFHQWLYH VWUXFWXUH WKDW LV FRQQHFWHG WR WKH UHZDUGV DIWHU WKDWZH FRQWLQXHZLWK WKHLQFHQWLYHVDULVLQJIURPWKHVHDUFKSURFHVV
 5HZDUGV±PDQDJHPHQWSUREOHPV7KH UHZDUGV RI DQ HPSOR\HH DUH ODUJHO\ GHWHUPLQHG E\ KHU SURGXFWLYLW\ $ZLGHO\UHFRJQLVHGSUREOHPFRQVLGHULQJSURGXFWLYLW\ LV WKDWSURGXFWLYLW\ LVKDUG WRPHDVXUH$V\PPHWULFLQIRUPDWLRQZLWKUHVSHFWWRWDVNVDQGWKHLUIXOILOPHQWEHWZHHQPDQDJHUVDQG SHUVRQQHO OHDGV WR WKH ZHOONQRZQ SULQFLSDODJHQW SUREOHP 7KH SULQFLSDO WKHPDQDJHU KDV RWKHU REMHFWLYHV WKDQ WKH DJHQW WKH HPSOR\HH EXW LV QRW DEOH WRPRQLWRUWKHEHKDYLRXURIWKHHPSOR\HHFRPSOHWHO\6WURQJIRUPDOPRQLWRULQJRQWKHDVSHFWV RI WKH HPSOR\HH¶V EHKDYLRXU WKDW FDQ EHPRQLWRUHG RIWHQ OHDGV WR SHUYHUVHFRQVHTXHQFHV7KHHPSOR\HHZLOO WHQGWRGRKHUXWPRVWEHVW WRSHUIRUPZHOORQ WKHPRQLWRUHG WDVNV EXW ZLOO QHJOHFW KHU RWKHU GXWLHV 7KH SULQFLSDODJHQW SUREOHP LVDJJUDYDWHG E\ WKH LQKHUHQW LQFRPSOHWHQHVV RI FRQWUDFWV ,W LV YHU\ FRVWO\ WR JDWKHULQIRUPDWLRQVRPHLQIRUPDWLRQFDQQRWEHREWDLQHGDWDOOLWLVFRVWO\WRZULWHGRZQDQH[WHQVLYH FRQWUDFW DQG ZULWLQJ GRZQ DOO SRVVLEOH HYHQWV PD\ HYHQ FUHDWH GLVWUXVWDPRQJWKHFRQWUDFWLQJSDUWLHV)XUWKHUPRUHHYHQZLWKDFRPSOHWHDQGOHJDOO\ELQGLQJFRQWUDFW VHYHUH FRVWV DUH LQYROYHG ZLWK WKH HQIRUFHPHQW RI WKLV FRQWUDFW WKURXJKMXGLFLDOSURFHGXUHV7KH\DUHFRVWO\ WLPHFRQVXPLQJDQGVRPHSDUWVRI WKHFRQWUDFWFDQQRWEHYHULILHGE\WKLUGSDUWLHVOLNHMXGJHV7KHVHKLJKO\LQFRPSOHWHFRQWUDFWVJLYHFRQWUDFWLQJ SDUWLHV RSSRUWXQLW\ DQG LQFHQWLYHV WR VKLUN RQ WKH H[SHQVH RI WKH RWKHUSDUW\:LOOLDPVRQ
%HVLGHV WKLVPRQLWRULQJ SUREOHP DOVR WKH ERQGLQJ SUREOHP FRPHV IRUWK RXW RI WKHFRPELQDWLRQRIERXQGHGUDWLRQDOLW\VFDUFLW\RILQIRUPDWLRQDQGFRQWUDFWLQJSUREOHPV7KH SURGXFWLYLW\ RI DQ HPSOR\HH ULVHV ZKHQ VKH ZRUNV ORQJHU LQ WKH VDPH ILUPOHDUQLQJ E\ GRLQJ DQG ZKHQ VSHFLILF LQYHVWPHQWV DUH PDGH 6SHFLILFLW\ RI DQ

LQYHVWPHQW PHDQV WKDW WKH YDOXH RI DQ LQYHVWPHQW LV GLUHFWO\ GHSHQGHQW RI WKHFRQWLQXDWLRQ RI WKH UHODWLRQVKLS$Q H[DPSOH LV D ILUP LQYHVWLQJ LQ WKH VNLOOV RI DQHPSOR\HHZKLOHWKHVHVNLOOVDUHRQO\YDOXDEOHLQWKLVSDUWLFXODUILUP7KHSURGXFWLYLW\RIWKHHPSOR\HHLQWKLVILUPULVHVDQGDVORQJDVWKHHPSOR\HHVWD\VZLWKLQWKHILUPWKH LQYHVWPHQW OHDGV WRH[WUD UHQWV WREHGLYLGHGEHWZHHQ ILUPDQGHPSOR\HH7KHODFN RI FRPSOHWH FRQWUDFWV KLQGHUVPXWXDOO\ DGYDQWDJHRXV LQYHVWPHQWV LQ WKLV FDVHEHFDXVHWKHH[DQWHEHIRUHWKHLQYHVWPHQWFRPPLWPHQWVDUHQRWFUHGLEOHLQWKHSRVWLQYHVWPHQWSKDVH7KHLQFHQWLYHVIRUVSOLWWLQJWKHUHQWVDQGFRQWLQXLQJWKHUHODWLRQVKLSKDYHFKDQJHGE\WKHQ$OWKRXJKWKHUHDUHSURILWDEOHLQYHVWPHQWVWREHPDGHSRWHQWLDOLQYHVWRUV PD\ UHIUDLQ IURP GRLQJ VR EHFDXVH WKH\ DUH DIUDLG WKDW WKHLU WUDQVDFWLRQSDUWQHUZLOOKROGWKHPXS
7KLVPHDQVWKDWWKHUHLVQRIRUPDOZD\WRVROYHWKHSULQFLSDODJHQWEDVHGPRQLWRULQJDQGERQGLQJSUREOHPV7KHSULQFLSDODQGKLVDJHQWKDYHWRWUXVWHDFKRWKHULHWKH\H[SHFWWKDWWKHRWKHUZLOOUHIUDLQIURPRSSRUWXQLVWLFEHKDYLRXUDQGSHUIRUPDFFRUGLQJWR WKH OHWWHU DQG VSLULW RI WKH DJUHHPHQW 7KH DELOLW\ WR WUXVW LV RIWHQ VHHQ DV DQLPSRUWDQW HOHPHQW RI VRFLDO FDSLWDO ZKLOH QHWZRUNV DUH UHJDUGHG DV DQ HVVHQWLDOIUDPHZRUN IRU WKH GHYHORSPHQW RI WUXVW DQG VRFLDO FDSLWDO VHH HJ WKH UHYLHZV E\1RRWHERRPDQG6REHO:LWKLQDFHUWDLQQHWZRUNHJDQHWKQLFPLQRULW\JURXSPHPEHUVFDQHDVLO\WUDQVSRVHDQGHQIRUFHFROOHFWLYHYDOXHVDQGQRUPVZKLFKFUHDWHVPXWXDO WUXVW$FWLQJ LQDFFRUGDQFHZLWK WKHVHYDOXHVDQGQRUPV OHDGV WR WKHSRVLWLYH UHZDUG RI VRFLDO UHFRJQLWLRQ ZKLOH µEDG¶ EHKDYLRXU UHVXOWV LQ D ORVV RIUHSXWDWLRQDQGLQWKHZRUVWFDVHH[FOXVLRQIURPWKHQHWZRUN%HFDXVHLWWDNHVVRPHWLPHWRFUHDWHDVROLGUHSXWDWLRQ±DYDOXDEOHDVVHWDVLWLVXVHIXOLQERWKEXVLQHVVDQGVRFLDOPDWWHUV±ZKLOHLWFDQEHGHVWUR\HGDWRQFHE\RQHXQZLVHPDOHYROHQWDFWWKHLPSOLHG WULJJHUPHFKDQLVP IRUPV DQ LQGLVSXWDEOH VWURQJ LQFHQWLYH WR EHKDYH E\ WKHUXOHV
)URPWKLVSHUVSHFWLYHWKHHWKQLFQHWZRUNFDQEHVHHQDVDWUXVWFUHDWLQJGHYLFHZKLFKPDNHVLWSRVVLEOHWRHFRQRPLVHRQWKHWUDQVDFWLRQFRVWVWKDWDFFRPSDQ\PDQDJHPHQWSUREOHPV 7KH LQIRUPDO WLHV DUH XVHG DV D PHDQV RI PDQDJHULDO GLVFLSOLQH WKDWPLWLJDWHV WKH PRQLWRULQJ DQG WKH ERQGLQJ SUREOHP $QRWKHU DGYDQWDJH RI WKLVPDQDJHPHQWGHYLFHLV WKDW LW LVKHOSIXO LQVXEVWLWXWLQJIRUPDOSURFHGXUHV(VSHFLDOO\LQWKHFDVHRIHWKQLFPLQRULW\ILUPVWKHILUPRZQHUPLJKWKDYHOLWWOHRUQRNQRZOHGJH

RI WKH RIILFLDO ODERXUPDUNHW DQG LWV UHJXODWLRQV&RHWKQLF HPSOR\HHV DUH IRU WKHVHUHDVRQV PRUH SURGXFWLYH LQ FRHWKQLF ILUPV WKDQ HPSOR\HHV ZLWK RWKHU HWKQLFEDFNJURXQGV 7KH UHVXOWLQJ H[WUD UHQWV IRU WKH FRHWKQLF ILUP PD\ EH VSOLW DPRQJRZQHUDQGSHUVRQQHOZKLFKIRUPVDPRQHWDU\LQFHQWLYHIRUFRHWKQLFHPSOR\PHQW
,IWKHPRQLWRULQJDQGERQGLQJSUREOHPVDQDO\VLVLVFRUUHFWZHH[SHFWWKDWWKHDYHUDJHWHQXUHRIHWKQLFPLQRULW\SHUVRQQHOLVORZHULQUHJXODUILUPVWKDQLQFRHWKQLFILUPV7KH WUXVW FUHDWLQJ QHWZRUN DVSHFW LV PLVVLQJ LQ UHJXODU ILUPV ZKLOH LW LV GRLQJ LWVEHQHILFLDOZRUNLQFRHWKQLFILUPV,WLVKDUGWRILQGGDWDRQILULQJGHFLVLRQVRUDYHUDJHWHQXUHRIHWKQLFPLQRULW\JURXSPHPEHUVEXWWKH(,%VXUYH\DERXWHWKQLFPLQRULWLHVLQWKH'XWFKFRQVWUXFWLRQLQGXVWU\UHSRUWVDQH[WUDRUGLQDULO\KLJKYRODWLOLW\LQ HWKQLFPLQRULW\ SHUVRQQHO %RWK LQIORZ DQG RXWIORZ DUH DERXW  SHUFHQW RI WKHWRWDO QXPEHU RI HWKQLFPLQRULW\ HPSOR\HHV SHU \HDU 7KLV FRXOG EH UHJDUGHG DV DQLQGLFDWLRQ WKDW ILUPV ZLWK D QRQFRHWKQLF RZQHU VXIIHU VXEVWDQWLDO PDQDJHPHQWSUREOHPVWRNHHSWKHLUHWKQLFPLQRULW\ODERXUHUVLQVLGHWKHILUP
 5HZDUGV±JHQHUDODQGFXOWXUHVSHFLILFVNLOOV$ PRUH GLUHFW OLQN EHWZHHQ UHZDUGV DQG SURGXFWLYLW\ JRHV WKURXJK WKH QRWLRQ RIJHQHUDOVNLOOV*HQHUDOVNLOOVRULJLQDWH LQIRUPDOHGXFDWLRQDQGUDLVH WKHSURGXFWLYLW\RI WKH HPSOR\HH DQG WKHUHE\ KHU UHZDUGV 7KHVH VNLOOV DUH H[WUHPHO\ LPSRUWDQW LQUHJXODUMREVDQGQDWLYHVPLJKWKDYHDQDWXUDOOHDGIRUH[DPSOHEHFDXVHWKH\DUHEHWWHUVSHDNHUV RI WKH QDWLYH ODQJXDJH ,Q HWKQLF ILUPV WKHVH JHQHUDO VNLOOV PLJKW EHVRPHZKDWOHVVLPSRUWDQWEHFDXVHWKHRQDYHUDJHVPDOOVL]HRIWKHVHILUPVUHTXLUHVDQRQDYHUDJHORZHUOHYHORIVNLOOVDQGDOVRIOXHQF\RIWKHPDMRULW\ODQJXDJHPD\EHOHVVRIDQHFHVVLW\
&XOWXUHVSHFLILF LQYHVWPHQWV LQNQRZOHGJHRIRQH¶VRZQHWKQLFPLQRULW\FXOWXUHDQGODQJXDJHDUHXVHOHVVIRUUHJXODUMREVEXWDUHYDOXDEOHIRUFRHWKQLFMREV.QRZOHGJHRIWKHVSHFLILFFXOWXUHDQGODQJXDJHJLYHVWKHHPSOR\HHVDFRPSDUDWLYHDGYDQWDJHWRQRQFRHWKQLFSHRSOHLQFRPPXQLFDWLQJZLWKWKHFRHWKQLFERVVWKHRWKHUHPSOR\HHVWKHVXSSOLHUVDQGWKHFXVWRPHUV7KLVPLJKWDOVRLQYROYHµWDFLWNQRZOHGJH¶DERXWWKHSURGXFW IRU H[DPSOH KRZ LW VKRXOG WDVWH RU ORRN OLNH )XUWKHUPRUH WKH FXVWRPHUVPLJKW H[SHFW FRHWKQLF SHUVRQQHO IRU H[DPSOH LQ D UHVWDXUDQW 6R EHFDXVH RI WKHLUFXOWXUH VSHFLILF VNLOOV FRHWKQLF HPSOR\HHV DUH PRUH SURGXFWLYH LQ FRHWKQLF ILUPV

WKDQ LQ QRQFRHWKQLF ILUPV DQG FRHWKQLF HPSOR\HHV DUH PRUH SURGXFWLYH LQ FRHWKQLFILUPVWKDQHPSOR\HHVZLWKDGLIIHUHQWFXOWXUDOEDFNJURXQG%RWKUHDVRQVIRUPLQFHQWLYHVWRZRUNLQDFRHWKQLFILUP
 5HZDUGV±SRVLWLYHDQGQHJDWLYHGLVFULPLQDWLRQ2EYLRXVO\ GLVFULPLQDWLRQ LQ UHJXODU ILUPV KDV D QHJDWLYH HIIHFW RQ UHZDUGV IRUPHPEHUVRIHWKQLFPLQRULW\JURXSV'LVFULPLQDWLRQRQ FXOWXUDO EDFNJURXQG OHDGV WRERWKPRQHWDU\GLVLQFHQWLYHV WRZRUN IRU D UHJXODU ILUP QRWPDNLQJ SURPRWLRQ QRWUHFHLYLQJERQXVHVDQGQRQPRQHWDU\GLVLQFHQWLYHVYLFWLPRI WHDVLQJE\FROOHDJXHVDOZD\VKDYLQJWRGRWKHGLUW\MREV'LVFULPLQDWLRQPD\ZRUNWKHRWKHUZD\URXQGLQFRHWKQLFILUPV7KHHPSOR\HUPLJKWIHHODPRUDOREOLJDWLRQUHVXOWLQJIURPWKHVRFLDOQHWZRUNWRKHOSDQGFRPIRUWFRHWKQLFHPSOR\HHV7KHHPSOR\HULVPRUHEHQHYROHQWWR KLV FRHWKQLF SHUVRQQHO WKDQ D QRQFRHWKQLF ERVV 7KLV PLJKW HYHQ RIIHU WKHSRVVLELOLW\IRUWKHZRUNHUVWRKDYHDµJRRGWLPH¶DQGVKLUN$MRELQDFRHWKQLFILUPPLJKWDOVRRIIHUEHWWHUFDUHHUSHUVSHFWLYHVIRUH[DPSOHWRJHWSURPRWHGWREHFRPHDSDUWQHURUWRWDNHRYHUWKHEXVLQHVVZKHQWKHRZQHUUHWLUHV
7KLVLVVXHFDQDOVREHUHODWHGWRWUXVWDQGQHWZRUNV(WKQLFPLQRULW\HPSOR\HHVRQO\WUXVW FRHWKQLF HPSOR\HUV WR EH IDLU WR WKHP DQG WR QRW GLVFULPLQDWH DJDLQVW WKHP7KH\PLJKW KDYH OHVV RU QR WUXVW LQ 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